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Report 
to the 
Shareholders 


Enclosed please find the consolidated financial statements for the year ended 
December 31, 1976. 


Fourth Quarter Results 


The fourth quarter results were severely impacted by the grounding of the 
Boeing 707 aircraft in mid-October 1976. This forced the Company to obtain 
sub-contract flying for previously contracted charter flying during the period. The 
cost of obtaining this sub-contracting exceeded gross revenue by $40,000. In addition 
to this revenue loss and cash sub-contracting deficiency, the Company was denied 
the normal contribution generated by this flying and continued to be burdened 
with B707 costs such as pilots’ salaries, flight attendants’ salaries, insurance, 
interest, and depreciation and amortization. 


Gross revenue in the final quarter totalled $9,462,000 as compared to $8,327,000 
in 1975, an increase of $1,135,000 or 13.6%. 


Operating expenses increased by $1,293,000 from $8,230,000 in 1975 to 
$9,523,000 in the final quarter of 1976. The operating loss for the fourth quarter of 
1976 was $931,000 as compared to $748,000 loss in the 1975 period. 


The above comparisons reflect the Boeing 707 distention during the fourth 
quarter which negatively affected the operating costs and margin by an estimated 
$400,000. 


The loss on foreign exchange of $417,000 compares to a loss of $182,000 in the 
prior year. This year end adjustment reflects the application of the Company's policy 
as set out in Note 1(e) to the financial statements. 


The last quarter also reflects decisions taken by management as part of the 
restructuring of the company to more positively enact its role as a regional air 
carrier. They were: 


1. Acceleration of preoperating costs relating to the B707 sale and Argosy sales 
as referred to in Note 6 to the financial statements. 


2. Disposal of Filmont Tours and write off of outstanding advances to this 
subsidiary as well as provision for “closing out” costs as explained in 
Note 2 to the financial statements. 


The Year in Review 


As with most other Canadian air carriers, your Company had a most difficult 
year and experienced deteriorating revenues, escalating costs and decreasing 
margins. Some relief was gained from fare increases and management's implementa- 
tion of more stringent cost control policies, reductions of personnel, sale of 
underutilized and non-utilized assets, and constant awareness of flight frequencies 
versus load factors. However the year's results are discouraging. 


Major factors contributing to the continuing loss experience were: 


1. The eight day walkout by our pilot group in support of the controllers on 
the use of French in Air Traffic Control procedures. This walkout deprived the 
Company of approximately $1,000,000 in loss of revenues with no abatement of 
attendant costs during the walkout period. 


2. The grounding of the Boeing 707 aircraft for the bulk of the fourth quarter with 
its resultant loss of revenues, cash deficiency in subcontracting and continuing 
costs during that period. 


3. A soft economic condition in Manitoba which effected revenues in this major 
portion of our route structure. The deteriorated economic condition in 
Manitoba and the North was further aggravated by strikes of long duration 
in the Thompson and Lynn Lake areas and a four month strike of the mining 
concerns in the Yukon. 


4. Your Company continued to experience loss of revenues from a number of 
Inland Manitoba points which were closed to scheduled operations by the 
Ministry of Transport in July of 1975. 


5. A delay in the transfer of several of our marginal Inland and Keewatin routes 
to other carriers by the Air Transport Committee. 


6. The North Atlantic ABC Charter Program scheduled for the Summer of 1976 
was discontinued in face of stiff competition in that area. This discontinued 
program would have generated revenues of approximately $3,170,000. 


Allin all 1976 has followed in the footsteps of 1975. Uncontrollable costs such as 
fuel, materials and outside services, and labour agreement escalations are continuing 
major problem areas. In order to offset the continually escalating costs we have 
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reviewed, and are reviewing, all operations on a continuing basis and we are adjusting 
schedules and staffing wherever possible. Additionally we have applied for and have 
received fare increases in attempting to keep ahead of rising costs. 


On the positive side your management has taken the following action to improve 
the viability of your company. 


1. Have reduced staff by 110 people which amounts to an annualized saving of 
1.7 million dollars. 


2. Initiated periodic meetings with the Presidents of all the Canadian airlines to 
explore areas of co-operation designed to increase revenues and reduce costs. 


3. Have disposed of the Boeing 707 aircraft which will permit us to use our 
available talent and energies towards developing our primary role as one of 
Canada’s Regional Carriers. 


4. Disposed of the non-utilized Argosy Aircraft (2) which contributed approx- 
imately 1.5 million dollars to the Company. 


5. Have disposed of the Manitoba Inland and Keewatin Route structures. The 
approvals referred to in Note 3 to the financial statements and the Auditors’ 
Report have been received and the agreements effected. 


6. Have filed an application with the Canadian Transport Commission for another 
fare increase which was effective March 7. 


Results for the first four months of 1977 are now known. March and April in 
particular generated new income in excess of projections and, barring unforeseen 
events, it is anticipated this trend will continue and 1977 will be a year with positive 
contribution from operations. 


A special thanks is extended to all the employees who have persevered with the 
airline over these difficult times. 


H. D. COPE, President 


S. KANEE, Chairman of the Board 
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Consolidated Statement of Loss FOR THE YEAR ENDED DECEMBER 31, 1976 


(With 1975 Figures for Comparison. In Thousands of Dollars) 


1976 
OPERATING REVENUE 
Schedtled'ServiGes: «sca. shit sescecbe lactase REE oe er decease te eeepc erceresee assist $25,416 
Chante retest oreseceeenee 55 10,930 
Helicopter and Avionics .. neh 1,873 
(=) ee SERRE ECE rer PREP coy ccs coo Oo eee adegetioa snOrod coo ste dons Eo occ REP cclbbS sGaG SoG tO. eciic Cece EERES Sa eenee Re CCosr DOC REC eE 2,130 
Trotal'O perating REVenUegre rreccscecaect tosttewe: cere ower ote ceteccess cceesstertoeest cers tect anccier ae reciee toe nepeacarascosigers 40,349 
OPERATING EXPENSES 

ELViGi\© POTAtiONS ss ccocesesse5essccesacteess.geetveeeee EN cee oe ee aT ee ee nN ae ee ME oe oe 16,149 
Maintenance = 5,474 
CUSTOMER SEIVIC CG yAiscicccicssegtecscacscuocs Sap Roce ee Ee ee a ER ee RE Se ro ee eee) Pe ee eer Soe 9,233 

Mar K@tin arise cscccccns Aecvesssieensesace tenes s tno upeaeee ates trae eat Sane ene Dane test See Nar seetee MUU eet eevee ene epee dee oe veran i Tae Ree ane eeS iene csacese 1,812 
General and Administrative 2,825 
Helic@pteramdiAViOMiCs s. <x ccccccssrastetce meee See eeteo Mee enn See er on ER rte PoE Scare Toa ESPERO As SPS POO ee Prec sts ei ane __1,340_ 
Potal| Operating ExPEMSesier ca iecscccect cst ence eee ccaasycetp saat copes vaseensiecectsvsceranenestsnceruis one gras eA teciaas sacs ivecssue's 36,833 
Depreciatiomand: Amortization sc... ..seceseocceumeses estas rete an aaesccechac tle arene cae rater ane eat Sor eee ee ce ene React acy esa __ 3,349 
40,182 

@PERATINGsINGOME Micccscccgeces ceca ons ec Se eee tee ae ee eee cnn oes cE eo OMI ETERS Soc. cb 167 

IMtEKESTUINGTE’S) 2s -cscckc Rec seae cack cas 200: levy ACRE eee SE ROE ORO DERE Be 2st 2,396 
LOSS BEFORE THE FOLLOWING ITEMS (2,229) 
Provision tor OSSiiminmon-COMSOll Gated SUS illel nya (IN CLL cite) peeeeee eee see see eee een ea ee ot cee (1,147) 
Pre-operating:costs,writtensoffi(NOte'6) ..!eateesscst aierersp-tavss ova meemtore sean rac asters eco taaansaas orcerans tee Re Om ciate ari vaseces (1,061) 
FOreIGMEXC MANGE OSS: 55 ce.c avezcewscecsassceece tegen eee ore eae Ta RTC INT Cont ors ae rr SOE RE AO ER ETO Sipe lasasina datos (417) 
(Eoss)Gainonidisposaliof propentyiamcie curren tieeerete esc ce seeeee teceteee eee ese eesee eny ce ree ne een eee eres ry et ec (132) 
Non-recurningiexpensesi(NOte:1/4)) cies: <cecreoeaseteoe voces temrtecote sere oe es pees een: tc cee naan ee Py oe Rc Voce ch (390) 

Recovery: ofideferrediincomeitaxes: (Note:S)ietces spsueccceex ras cases Serss<.cccaceresmersctrene-arerssuesteaeeneaceetee cent rensrone veMaNMomeneaan sv save isaac 229 
LOSS: BEFORE EXTRAORDINARY JIMEMS ise screcettceseccs. .o.f0s- nent erencner atest ne atee once nent ne Ne ee CS, soc socsncad (5,147) 

Extraordinary, gainitromisalelofiotherassersi(INOte ns) peeseersseee tec ceeeses ae nearer eye ee ao ray ene Se 1,302 
LOSSSEOR THE: VEAR! (Note: il!)!csi..:: 5.2 cieeeeestinct ee eee ene cae, en eae ae eee eae Re nt Ree Reet eae pace sai dae $ (3,845) 


The accompanying notes are an integral part of the financial statements. 


1975 


$20,947 
7,760 
1,720 
1,100 


31,527 


12,620 
4,595 
5,978 
1,825 
2,387 
1,174 


28,579 
2,935 
31,514 


13 
2,565 
(2,552) 


(500) 
(182) 
196 


eH 
(2,722) 


$ (2,722) 


Consolidated Statement of Deficit FOR THE YEAR ENDED DECEMBER 31, 
(With 1975 Figures for Comparison. In Thousands of Dollars) 


1976 1975 

(DISAKONN) IEIWAINIED) TEAVRINTINEIS “IF TEVE(ETININTINKE) CON WANE NAE/AV RY srcoocco:asceccqnoncchocnsonacncoono: oreceanescnoseo capes See eEConSreacKoe $ (669) $ 2,067 
MOSS forthe Year \.....0:2,-fecagecevessaessteetece esaqiedes Jovy sexe tase ses eeute sores 2epae reat ee (3,845) (2,722) 
Dividends paldioniprelene Gers ice Swe servants csecenecee cnet nnn. - Concern e een ent eee aN ee een Eas aa Deer oes ears ereenasncon (14) (14) 
(DEFICIM) AT. END OR TiRIEGMEAR prem sc ctcsccasece nc cet hance crass cccaty eeeeehscacescens Metacaraet suger ceunaneieevatstystt sks atssiessussvacssessireceses $ (4,528) $ (669) 


The accompanying notes are an integral part of the financial statements. 


Consolidated Statement of Changes in Financial Position 


(With 1975 Figures for Comparison. In Thousands of Dollars) FOR THE YEAR ENDED DECEMBER 31, 1976 
FUNDS PROVIDED: 1976 1975 
From operations excluding charges not affecting WOrKiING Capital ............cecceecceeecesceeeeceseeeseesseenesesecnsecneecsessseensenesennes $ 257 $ 274 
Extraordinary gain onsale of assets — net of non-current portion (Note 3) = 495 al 
Reductionlofimontgagemecel Vall] Caerereeescsceecre ete ceetee eee onsen eeeeece eee as 194 = 
Sale of equipment ....... : 7,308 495 
JRONGEtSNIMTIMANCIING pen tees eens eee tc ree ee ner eie re ence oe agar ate eerste emcee areca ScRPReI A detacs ase, sce onceadhesteoanna <7 — 3,191 
TotaliFUMGS|PYOVIGGd eetecasee..tacrecas-cecscecerencecsccs cx ckne ca ccv snes ce cerevancseyrceer sees capa eth feral ve varecssacesucatve'dctscdavsy sees 8,254 3,960 
FUNDS APPLIED: 
Gapittaliexp ena ituinesy cs acsncecerveescecsee cre ewe cecteense nore seer eet ve trainee ertceten cre atta aeenxe castactivnatosisn= cota ceains‘wayeussp ovecers 2,288 4,438 
Repayimentiofilomg=tenmic ektveeceeeseenrtee crete census eee teenies aeaNnarie steer sree eerstcses ties tesecsaic.Saesccceesassareavacaseeavar 7,789 2,991 
Advances to non-consolidated subsidiary (Note 2) ...........cccscccsesecenssecenseesececesnscenseesescecnsnsesnsccenecessssecsasccssesecsrseseesneess 263 994 
Increase in mortgages receivable ............:ccsecceeeeee re 448 
Developmental and fleet pre-Operating COSES .............eccccesseeseeseenscesrenseeeneeeseeetenesensecesenes 64 317 
Deferredilease/payimentSieteses rcs rer meateeeieees.cecsaonv aren ate arene Nene eenanecasrspert ancora 0 54 94 
DividendsionipreferenceShahe Sree terete emcee: ntsc nore teva eee send ener, ase cnr chase anenettatemcatecasecran/saryoNsscaa?iheteersisnascesz-< 14 14 
Total UTA TAN Pl ie eee cere sue rere cee eee eee ere net ear cece ans ease a mM ae Soest avisciastsxacssnasacosnr#<Setarsenes 10,472 8,856 
DEGREASE “INEWORIKIN G MGA BAIA teercte sees te eset eee cet ae ent cone eceee oes ora ancsarars Ramtenerscccccn sv Us-nesea der eranceaae 2,218 4,896 
WORKING CAPTIAL DEFICGIENGY Ati BEGINNING) OF THE YEAR i cirrrccrccccccnsverssccnccersarencencarrercsnceceeveetencraneeres: 8,927 4,031 
WORKING GAPITAL DEFICIENCY “All END ©F TE YEAR erence etic cececannsennsnennavtesnneccceeneccccsursnsesnesnreantsnars= $ 11,145 $ 8,927 


The accompanying notes are an integral part of the financial statements. 
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ASSETS 


Consolidated 


FOR THE YEAR END: 


(With 1975 Figures for Compa: 


CURRENT ASSETS: 1976 
GASH co Be ose teree rate oe ate cc vty Mea ae se yee eRe Rent nO a eee eels eras $ 53 
Accotintsireceivablet stra © lareitsccccecosrccesacoxtoter sstsssaccecstenci ynccoegEee scr dsaesvessares 3,854 

——sSaleofaincratti(INOte4) in vacstemcoescrrntetee ess: nt reeceds so, 7,700 
Inventories of parts, supplies, gasoline and Oil — at COST ............ceecececeeseceseeeeeeees 2,101 
Aincrattefon'sale ters: vecten seen vrcc tet ac ticcs cae tee eer een v Neer es aero -00a4 _ 
Mortgage and agreements receivable due within one year (Note 9) ................... 801 
PC DaIGOXPONSCS: wares mec te caer ce ose rsa eaceen dae caer ea ee te Cente acccilaise4 


Total current assets 


MORTGAGE AND AGREEMENTS RECEIVABLE less current 


POKtIOMM INO LErS) is tee eeee ee Ne eater aera eee eats ceaaer fone Meares beeen eens uM T 1 See Ssead 1,252 
ADVANCES TO NON-CONSOLIDATED SUBSIDIARY (Notes 1a &2) «0.0.0.0... — 
PROPERTY AND EQUIPMENT — at cost (Notes 1b & 4) 

/NTREVE LAE UK HM e| MSL PUN OLIVELAN cosco.. cde arcocceta. 1c ton cecesedececce Sebo c ace csp Bocseqcoa0e- sere EASE ARE Ce POE 24,932 

Fang buildingsyanG QrouMGle quip me ite wesescsceesereerennceveseetse ears travers eeveuseueeress 3,524 

28,456 

Kessiaccuimulated(depreciation isn terscscrserces eceerices serene mencertoeerstcrs ccesccere 6,615 

Netipropenty angieg Ulp ment aaeetsententette mares ste ace cerns rsd 21,841 
DEVELOPMENTAL AND FLEET PRE-OPERATING COSTS (Notes 1c &6) ....... 757 
DERERREDEELEASEIPAVMENTISI(NOtesilGl&c5)) eee ecetereece eres cneemertyses-cccsiese cee eed 893 


The accompanying notes are an integral part of the financial statements. 


32,235 
3,394 


35,629 
5,762 


29,867 
2,146 
839 


$41,598 


3alance Sheet 


D) DECEMBER 31, 1976 
ison. In Thousands of Dollars) 


LIABILITIES AND 
SHAREHOLDERS’ EQUITY 


CURRENT LIABILITIES 


Banktindebtedmesst(INOtGH |) ieercceeccecssascanesceerescnsses teen cor. Vosvamimeetdsecyescrseva teed 
Accounts payable and accrued liabilities 
Unearmed revenue ..........--ceccceeeeereeeeeneerens 
Long-term debt due within one year 


Total current liabilities 


LONG-TERM DEBT, lesscurrent portion (NOtE8) ..........eecceeeeee eee eeee ee eceetteenereees 11,336 
DERERREDSINGOMEsIPAXESI (NOLES) maven: essen te tceeencetee cares ccevccaresstacsvederssnessrnennees 321 
SHAREHOLDERS’ EQUITY (Notes 1a & 10) 
Capital Stock: 
PGTENEMGEISItAle Saeser cs: ncssee eect ercauntes tree ference renee tess cc .tsucs sta kssecacadeuigrentiecsecet: 200 
GOMMMONMISM ANS eeeeeere ee eae eraser ee ence ct rs secs cwecgmenveancadeeonehar Gv eh 6,269 
6,469 
[YSN ICG athe aren coco sesh oernncsec gece sca Bcacee co ReroL et cee SaCO NCCE RCRD eee epee ee (4,528) 
Motalishane nol Cersae Ui ky meateeene ers tetseessetacr rs lvancecsencrccedees-eenerann ts 1,941 
BTR AN Leper ce rere ere een ge eee coca des shes notion fans deh as ama sane? $39,493 


The accompanying notes are an integral part of the financial statements. 


Approved by the Board: 


P. A. ALLEN, Director 
S. KANEE, Director 
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trans@ir Limited 


Notes to the Consolidated Financial Statements 


1. SUMMARY OF SIGNIFICANT 
ACCOUNTING POLICIES 


This summary of accounting policies 
of Transair Limited and subsidiaries is 
presented to highlight those policies 
which are significant to the companies’ 
operations and to facilitate the evalua- 
tion of the financial statements con- 
tained in this report. These policies have 
been followed consistently in all 
material respects during the current and 
preceding year. 


(a) Principles of Consolidation 


The consolidated financial state- 
ments include the accounts of the 
company and wholly-owned subsid- 
iaries Midwest Airlines Ltd., Arctic 
Wings Limited and Aircraft Services 
(Western) Limited. The latter two are 
inactive. The acquisition of Midwest 
Airlines Ltd., has been treated for 
accounting purposes on a “pooling of 
interests” basis, and the issue of 
739,000 common shares with an assign- 
ed value of $3,695,000 for the acquisi- 
tion resulted in the company’s consoli- 
dated capital stock account being 
increased by $13,000, equivalent to the 
paid-in capital of the subsidiary, and 
retained earnings being increased by 
$2,058,964, equivalent to the retained 
earnings of the subsidiary on May 2, 
1969. 


The accounts of Filmont Tours 
International Limited and its subsid- 
iaries have not been consolidated. An 
agreement for the sale of Filmont's 
shares has been signed subsequent to 
December 31, 1976. (See Note 2) 


(b) Depreciation and Amortization 


Depreciation of aircraft and flight 
equipment is provided on a straightline 
basis at rates which are sufficient to 
reduce their book value to estimated 
residual values at the expiration of their 
estimated useful lives. The cost of air- 
frame and engine overhauls is capital- 
ized and amortized on the basis of hours 
flown. 


When new aircraft are acquired the 
estimated value of available flying hours 
of engines is segregated and amortized 
on the basis of hours flown to the date 
of the first overhaul. 


(c) Developmental and Fleet 
Pre-Operating Costs 


Costs related to new aircraft prior to 
going into revenue service and pre- 
operating costs of new routes and ser- 
vices are deferred and amortized to 
earnings on a straight-line basis over 
eight years. 


Accelerated amortization has been 
recorded for 1976 (See Note 6). 


(d) Leases 


With respect to the leases for two 
Boeing 737 aircraft (see also Note 5) the 
company follows the policy of charging 
to expense the average of payments 
throughout the term of each lease (in 
aggregate $1,806,000 per annum). Pay- 
ments made in excess of the amounts 
charged to expense are shown on the 
balance sheet as deferred lease pay- 
ments. This account will be reduced by 
charges to operations in the latter years 
of the leases when payments will be 
lower than the average annual rate. 


(e) Conversion of Foreign Currencies 


The companies’ policy is to translate 
amounts owing in foreign currencies 
at rates fixed through forward exchange 
contracts, or at current rates prevailing 
at the year end for unhedged liabilities. 


2. ADVANCES TO 
NON-CONSOLIDATED 
SUBSIDIARY 


At December 31, 1976, advances to 
Filmont totalled $1,258,000 against 
which full provision for loss has been 
made in the accounts of Transair. 


At December 31, 1976, (based on 
unaudited financial statements) Filmont 
had total assets of $409,000 and total 
liabilities of $2,305,000 (including the 


DECEMBER 31, 1976 


above mentioned advances). For the 
year ended December 31, 1976, Filmont 
earned revenue totalling $3,066,000 and 
sustained an operating loss of $502,000. 


Subsequent to December 31, 1976 
Transair has entered into an agreement 
to sell the shares of Filmont for $230,000 
effective March 30, 1977. As part of the 
agreement Transair is required to dis- 
charge all Filmont’s liabilities (other 
than its indebtedness to Transair) in- 
curred prior to the effective date of the 
agreement. Transair has recorded a 
Provision of $389,000 as at December 
31, 1976 (included in the Balance Sheet 
under accounts payable and accrued 
liabilities) for the estimated amount 
required to discharge the liabilities re- 
ferred to above. 


3. MORTGAGE AND AGREEMENTS RECEIVABLE 


Mortgage receivable: 


Secured by a charge on a HS748 aircraft and 


guarantee of the Central Bank of Ceylon 


Agreements receivable from sale of assets and 


assignment of operating licenses to: 
Perimeter Airlines (Inland) Ltd. .. 
Galmair tdi cumecent certs 


Due within 
one year Non-current 
Sede eae, ORE $179,000 $ 445,000 
600,000 677,000 
22,000 130,000 
WEE hasraece 801,000 1,252,000 


The agreements covering the sale of assets and assignment of licenses were 


signed in mid 1976. 


The Calmair Ltd. agreement and assignment of operating license was approved 
by the Canadian Transport Commission in March 1977. The Perimeter Airlines (Inland) 
Ltd. agreement and assignment of licenses is subject to Canadian Transport 
Commission approval for which application has been made. The gain resulting from 
these agreements is shown as an extraordinary item in the Statement of Loss. 


As part of the agreements, pending approval of the transfer of licenses, service to 
the communities has been provided by Perimeter Airlines (Inland) Ltd., and Calmair 
Ltd., under subcontracting arrangements with the company. Revenues under these 
arrangements are recorded as scheduled services revenue and the subcontracting 
costs (which are equal in amount to the revenue) are recorded as operating expenses. 


4. PROPERTY AND EQUIPMENT 


During the year the company has dis- 
posed of two Argosy aircraft (shown 
at December 31, 1975 as aircraft for 
sale). An agreement for sale of the 
Boeing 707 aircraft was signed Decem- 
ber 17, 1976 for $7,700,000 and is shown 
as accounts receivable-sale of aircraft. 
This aircraft was delivered February 4, 
1977 at which date the full proceeds 
were received. 


5. LEASES 


The company has two Boeing 737 
aircraft on net leases through November 
1981. In the last year of the leases, the 
company has the option to purchase 
the aircraft for $585,000 each, including 
spare engines and certain parts. Annual 
lease payments total $1,860,000 for 1977 
to 1979, $1,337,500 for 1980 and 
$1,050,000 for 1981. 


6. DEVELOPMENTAL AND FLEET 
PRE-OPERATING COSTS 


In conjunction with the disposal of 
the Boeing 707 and the Argosy aircraft 
and the completion of the DND heavy 
maintenance contract, the related 
unamortized developmental and fleet 
pre-operating costs amounting to 
$1,061,000 have been written off in 1976. 


7. BANK INDEBTEDNESS 


Bank indebtedness is secured by 
assignments of book debts and demand 
debentures issued by the company and 
its wholly-owned subsidiary, Midwest 
Airlines Ltd. The debentures are secur- 
ed by a fixed and specific mortgage 
on certain assets and a floating charge 
on all of the companies’ unencumbered 
assets and undertakings. The deben- 
tures also carry further provisions that 
there be no redemption of paid-up 
capital on any shares and no payment 
of dividends on common shares of the 
companies without prior consent of the 
bank. 


8. LONG TERM DEBT 


6%% note payable in United States currency 


secured by two YS-11A aircraft, parts, and 
equipment, repayable monthly to August, 


1978 with a final payment of $836,000 


Floating rate (N.Y. prime plus 2%) notes payable 
in United States currency secured by two F-28 


aircraft, repayable quarterly to April, 1985 


6% term loan payable in United States currency 


to Export-Import Bank of United States by 


semi-annual instalments December, 1980 to 


June 1985. Guaranteed by acommercial bank .... - 


Floating rate (N.Y. prime plus 1%2%) bank term 
loan repayable in United States currency by 
semi-annual instalments to June, 1980 secured 


bYalB=7Sipeair Chath recuse ceterasesnerscecre = 


Floating rate (prime plus 2%) note payable in 
Canadian currency secured by an assignment 


of a mortgage receivable on the sale of a 


HS748 aircraft, repayable monthly to 


AUGUSTO 7 Oleic tae tec cece teer reterecessst eras 


Interest free mortgage in Canadian currency 


repayable in an annual instalments to 1981 


6% notes payable in United States currency 
secured by two Bell 206B helicopters, repayable 


monthly to August, 1980 


STW ONE pacar erecs orton 


Loans payable related to a B707 aircraft, repaid 
in February 1977 out of the proceeds of the sale 


of the aircraft (See Note 4) 


Maturity of long-term debt in the nor- 
mal course of business for the next five 
years is as follows: 


Oil ieee $2,409,000 
1978 .. 2,761,000 
1979 .. 1,531,000 
1980 . 1,637,000 
1981 ... 1,301,000 


Due within 
one year Non-current 
$ 526,000 $1,160,000 
644,000 4,826,000 
3,089,000 
users 927,000 1,544,000 
across 208,000 402,000 
ree 40,000 160,000 
64,000 155,000 
Witenes 2,409,000 11,336,000 
6,037,000 _ 
$8,446,000 $11,336,000 


Interest on long term debt for the 
year ended December 31, 1976 amount- 
ed to $2,019,000 ($1,813,000 in 1975). 


9. DEFERRED INCOME TAXES 


The recovery of deferred income 
taxes in 1976 of $229,000 represents 


the drawdown of previously accumu- 
lated deferred income taxes in the 
accounts of Midwest Airlines Ltd. 
Transair Limited has accumulated 
losses carried forward not recognized 
in the accounts totalling $3,250,000 
which may be applied $1,850,000 before 
the end of 1980 and $1,400,000 before 
the end of 1981. In addition, the excess 
of the undepreciated capital cost for 
tax purposes of property and equipment 
over the book value of the assets, net of 
other timing differences, amounted to 
$2,900,000 at December 31, 1976. 


10. CAPITAL STOCK 


Preference Shares 

Authorized capital consists of 20,000 
shares of a par value of $10.00 each, 
redeemable at $13.50 per share (includ- 
ing postponed dividends of $3.00 per 
share as at May 15, 1963) and entitled 
to a cumulative dividend of 70 cents per 
share per annum after that date. 


The 20,000 preference shares are all 
issued and fully paid. 


All dividends since May 15, 1963 
have been paid. 


Common Shares 

Authorized capital consists of 
5,000,000 shares of no par value. 
3,080,811 common shares are issued 
and fully paid (unchanged from 1975). 


As at December 31, 1976, 6250 
common shares were set aside for 
option at a price of $2.30 per share expir- 
ing in 1978. Included are options for 
2,000 shares to officers of the company, 
none of whom are directors. 


11. LOSS PER SHARE 
Loss per issued common share: 


1976 1975 
Before extraordinary 
WOM imnvertcasare-2-seotaee $1.67 $ .89 
After extraordinary 
(Lie eecorrepererere ecerce eee $1.25 $ .89 


12. UNFUNDED PENSION LIABILITY 


At December 31, 1976, the unfunded 
liability for past service pension benefits 
amounted to $379,000. This liability is 
being amortized by payments of 
$35,000 per year for 16 years. 


13. ANTI-INFLATION REGULATIONS 


The company and its subsidiaries are 
subject to restrictions on prices, profits, 
dividends and compensation under the 
Anti-Inflation Act. The Company be- 
lieves that it has complied with all re- 
quirements of existing legislation. 


14. NON-RECURRING EXPENSES 


This amount represents fixed B707 
costs such as crew salaries, insurance, 
interest and depreciation incurred be- 
tween the time of grounding of the 
B707 aircraft in mid October until 
December 31, 1976. The subsequent 
sale of the aircraft in February 1977 
(See Note 4) has enabled the company 
to eliminate these cost factors from its 
ongoing operations. 


15. REMUNERATION OF 
DIRECTORS AND 
SENIOR OFFICERS 


Expenses include remuneration of 
$308,000 paid to seven officers, two of 
whom are directors. Fees of $37,000. 
were paid to seven directors. 


AUDITORS’ REPORT 


To the Shareholders of Transair Limited: 


We have examined the consolidated balance sheet of Transair Limited as at December 31, 1976 and the consolidated 
statements of loss, deficit, and changes in financial position for the year then ended. Our examination was made in accordance 
with generally accepted auditing standards, and accordingly included such tests and other procedures as we considered 
necessary in the circumstances. 


As stated in Note 2, under an agreement to sell its interest in Filmont Tours International Limited, Transair has undertaken 
to settle all outstanding liabilities of Filmont arising prior to the sale and has recorded a provision of $389,000 to cover the 
estimated amount of the settlement. This provision is based on unaudited financial statements of Filmont at December 31, 1976 
and may be subject to adjustment when the actual amount of the settlement is determined. 


Transair and its wholly-owned subsidiary, Midwest Airlines Ltd., have entered into an agreement to transfer certain 
licenses and the related operations to Perimeter Airlines (Inland) Ltd., as described in Note 3, with respect to which an amount 
receivable of $1,277,000 and an extraordinary gain of $1,101,000 have been recorded in the accounts at December 31, 1976. This 
transaction is subject to approval of the Canadian Transport Commission. 


In our opinion, subject to the determination of the ultimate amount to be settled with respect to the liabilities of Filmont, and 
subject to obtaining the approval of the Canadian Transport Commission with respect to the transfer of licenses to Perimeter, 
all as referred to above, these consolidated financial statements present fairly the financial position of the company as at 
December 31, 1976 and the results of its operations and the changes in its financial position for the year then ended in accordance 
with generally accepted accounting principles applied on a basis consistent with that of the preceding year. 


DELOITTE, HASKINS & SELLS 
Chartered Accountants 


Winnipeg, Manitoba 
March 29, 1977 


Ten Years 


With Transair 


1976 1975 1974 1973 


Scheduled Revenue ($000)............ 25,416 20,947 19,735 15,800 
Contract and Charter Revenue ($000) .. 12,803 9,480 9,981 5,617 
Other Revenue (SO00).......... wae 2,130 1,100 760 663 


1972 


12,828 
4.008 


613 


1971 1970 1969 1968 1967 


12,580 10,113 6.835 4.206 3,612 
3,379 3,692 4,087 1,899 1.718 


434 219 107 258 410 


Total Revenue (S000) . 40,349 31,527 30,476 22,080 


Income (Loss) before Income Tax and 
Extraordinary |tems 


Amotints(SOOO) I vive ees erasee ee) (05376) (3,088) 679 700 
Percent of Total Revenue. ._.- bes (13.3) (9.7) 2.2 3.1 


Net Income (Loss) 


Amount ($O00)................. (3,845) (2,722) 492 1,107 
Percent of Total Revenue.............. (9.5) (8.6) 1.6 5.0 
Percent of Common Shareholders Equity (220.9) (48.6) 5.9 14.1 
Funds Provided from Operations ($000) 257 274 2,688 1,850 


17,449 


16.343 14,024 11.029 6,363 5.740 


41 (106) (1,412) (762) (185) 
2,5 (8) (12.8) (12.0) (3.2) 


505 (39) (2,059) (872) (185) 
3.1 (3) (18:7), (13.7) —(3;2') 
8.8 (1.4) (80.8) (80:0) (9.8) 
1,667 1,535 444 197 45) 


_—————— 


Retained Earnings (Deficit) (S000)... .. (4,528) (669) 2,067 1,589 496 (501) (978) (939) 77 877 
Common Shareholders Equity (S000) 1,741 5,600 8.336 7,858 6.765 5,768 2.723 2,547 1,090 1,894 
Common Shares Outstanding 

Endiofsyean (O00) iaa.est os see ee 3,081 3,081 3,081 3,081 3,081 3,081 2.054 2011 781 781 
Earnings (Less) per Common Share (¢) (124.8) (88.8) 15.5 35.4 32.8 197 (1.9) (102.4) (111.7) (24.2) 
Book Value per Share ($)....... -56 1.82 271 2.55 2.20 1.87 1.33 1.27 1.40 2.43 
Gross Additions to Fixed Assets (S000) 2,288 4,438 23,260 1,588 1.754 575 5172 3,870 571 46 
Net Book Value of Fixed Assets (S000)... 21,841 29,867 28,197 8,830 11,663 13,328 14,350 11,028 9.649 2,022 


Long-Term Debt Outstanding—Current and 
Non-Current ($O00)............... 19,782 21,891 20,654 4,542 


Working Capital (Deficiency) ($000).... (11,145) (8,927) (4,031) 53 


5,588 


6.912 8514 6559 4,681 17 


(1,441) (1,704) (4,040) (1.811) (750) 66 


Passengers Carried (000).............. 455 409 484 405 
Revenue Passenger Miles (000)... 
Passenger Load Factor%................- 52.3 47.6 52.4 54.0 
Total Load Factor%........ Oo Sen OLE 51.2 46.2 51.6 51.1 


ee ore : 805 855 700 690 


328 


49.5 
38.5 
514 


337 301 206 134 104 


404,092 276,398 342,607 225,130 159.004 145.042 125,809 78.118 40.834 33.694 


47.4 45.0 48.7 46.9 43.3 
37.7 40.9 43.8 46.0 39.9 
485 504 468 390 345 


NOTE: The results of Midwest Airlines Ltd. are included effective May 2, 1969. 
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TERIM REPORT 
For the Six Months Ended June 30, 1976 
September 28, 1976 


TO THE SHAREHOLDERS 
OF TRANSAIR LIMITED: 


Enclosed are comparative statements for the six 
month period ended June 30, 1975 and 1976. 


Gross Revenue of $20,043,000 shows an increase 
of 31.9% over the same period of 1975. In June the 
Air Controllers and Pilots withdrew their services, 
resulting in a loss of revenue exceeding $750,000, 
this shortfall being the major factor in an operating 
loss of $1,199,000. In addition, a provision of 
$647,000 has been made for possible losses of a 
non-consolidated wholly owned subsidiary. The net 
loss for the period totals $1,730,000. 


We are pleased to report that the months of July 
and August have shown marked improvement in 
traffic with load factors increased significantly. This 
has resulted in a net profit in excess of $600,000 for 
these two months. 


In these troubled times for all airlines we have, 
like others, initiated cost saving programs such as 
fleet rationalization, improved inventory controls, 
consolidation of departments and staff reductions 
all with the objective of improving profitability and 
our working capital position. 


We are divesting ourselves of Under-utilized assets 
and loss operations and are negotiating agreements 
for the sale of the two remaining Argosy aircraft and 
three Twin Otter aircraft. When the sale of the 
Argosy aircraft is finalized it will generate funds of 
$1,500,000. Other agreements which require the 
approval of the Canadian Transport Commission prior 
to implementation are valued at $2,150,000, with 
varying terms over a period of three years. 


TRANSAIR LIMITED 


transair Limited 
and Wholly-Owned Subsidiary Companies 
Interim Report for the Six Months Ended June 30, 1976 with Comparative Figures for 1975 
(Unaudited) (In Thousands of Dollars) 


CONSOLIDATED STATEMENT OF INCOME 


1976 1975 
ReVeNUe: 3) a 2-2. percep Mie gnia: oe, rs ase mR AE pacer. eee RS es $20,043 _ $15,193 | 
Expenses 
General Operating and Administrative Expenses.......................-4- $18,370 $13,748 
DepreciationiandiAmontizationwacrettan erecting cin ir encitensuciesetienties utes ms) oitar 1,670 1,360 
Imteresth::-.:. 2s ge cptaeunnet ecm uate seule tse rene eer eee Monee Ne wales aa Gece eee ReeeeeS 1,202 1,086 
7: 21,242 16,194 
OPEL VAININIG) LOSS Pier wae wallowing MEMS. 6 soo 5s ao ene sone coon ue aHaoe (1,199) (1,001) 
Gain (Loss) on disposal of property and equipment.......................--. (9) 150 
Provision for loss on advances to non-consolidated subsidiary ................... (647) = 
Foreigntexcharigegainy(loss)inasc, (pcre Cope ne yeieeecone t. sr unite were Tena ed on ee 125 (27) 
Deferred: Income saxdRecovenyim cxtcc eis Seachem eine ae sce & te vhapye oUelnecoeme tan gare a 330 
NER LOSS'EO RH ESBER IO DIA ikem cen tury eee aan cee hertiy ct ci Stet ate Seerteecata eee het $ (1,730) $ (548) 
Loss per common share 
EET CRM ERE Ce ve ach ad HOTS ob G GA AE OUR do aa GhGePO Rin cn oka UmttanctS oftiie (56.4¢) (18.0¢) 
Dil Ute eee 5 eeu tt eee ee Ten aioe a cemarec arta iaice ge beste epati ne oa tcioesas edie og ores Anti-dilutive 


1976 1975 
Funds Provided: 
Net Income, excluding charges not affecting Working Capital.................. $ 503 Ry safe) 
Invere(Uiesivorn oni WWileratr eas IRGGANAlIA, oo casas occu aaecoss boenunoosannoes 96 179 
Sale of Property and Equipment... . . Pra PRE eI Jcin Mice AN Meneeha Che teknu smn athe en. - 190 
Koya Ialeon (Dyeloxe VENA). co coo oue athe oie Al Sorea eto. rane = 1,508 
MotaltRundsiPRrovided ergata suis comscntacshs curt hes RAR, aye ee ee cate Ls wrcL ces ects rey 599 2,236 
Funds Applied: 
/NohVETES 16) nKorneCCoy nso) le -NELo] SWIOICHEIAY. oo ne nc oon a coe oe one ob ansnacens 153i 614 
Capital Expénditilvesieaer sens ote cr. cheers Dok. Meee Gehry: Serge wees 1,094 2,423 
Repayment-ofiPangiienm Debts ter-cnscesysvsoc tes: spile's mea the ea neescretisl 2 eum eats 1,020 1,068 
Mortgage Receivable Financing — Net of Current Position.............. SR tc = 1,010 
Developmental and FleetPre-Operating Costs.........-......++..00-00-- ey 126 163 
27 27 
7 7 
2,427 5,312 
Decrease‘in' WorkingiGapitall’...tacrc. cies casters ce) oy) acne ape tue onswaye uso cuee enemies « (1,828) (3,076) 
Working Capital Deficiency at the Beginning of the Period ................. af 8,927) (4,305) 
Working Capital Deficiency at the End of the Period .................... soe SAGO; 7A215)) $(7,381) 


Note: The 1975 comparative figures have been restated to reflect a reclassification of advances made to 
non-consolidated subsidiary, and an adjustment of the deferred income tax recovery, consistent with our 1975 
vear end accountina treatment. 


